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Thc Citi7ens 
Savines Ban\< is a menlbcr of tke Fcderal Iio111e Loall R m k  of Cincinnati and thc Ohio 
Uankers Lcague. OUI- institution rclies on thc Ci~lcinrlari Bank I'ol senriccc and also ibr a 
reasonable return on thc iiivestmcnt we maintain in Class B stock. We are decply 
concamed t'hal the proposed rule is at b e s ~  unnecessary, and potcrltially vcry danlaging to 
the Cincinnati Bank. i ts  n1i:::;ion nnd our ability to sorvc uur ~uslomers. For 111e rcaquos 
~{h ich  we describe in grealer dctail below, we respeclfully urye the Fcder;ll liousing 
Finance Board (FIIFB) 1.o ~ i t l l d r ~ l w  thc proposcd I-ule for iu~ther  consideration. 

The proposed rule can bc reduccd Lo four main requirelnents. The proposed will: I ) I..imit 
the anlount of stock the Fedcr~l  Hoinc Loan Banks lndy csny, in spilr: cjf tllc fact that i t  is 
co~lsidercd pernlancnt capital under federal law'; 2) I'rcscribe a minimum n~nount of 
retained earnings, and doing so in a way that tliscrimin,.iles againsl and discourages 
ndvancc bol.l.owittgs nncl  he successful mortgage purchasc programs ol'the Cincinnati 
Bank; 3) Limit thc pay111e11t ordividclid.);; and 4) Preclude the payment of stock 
dividends, even 11.lough Fcderal law delegates lh,~t dccision tn the local banks. 'l'hcsc 
requirements will be applied in a i ig id ,  one-size-fits-~ll f ~ s m a ~ ,  i~respcc~ivr  of thc 
inlportcult differences amon? the various Hoinc Lo:m Banks. Whcn all four ~cquiremcnts 
;\re read Logcthur I.rou,evcr, i t  is thc i~+~tscilpablc cvuvlusion thar the FHPU has a goal of 
shrinlti~~g al.1 oi'lhe 1:liL Ranks and progral1is. including thc Bai~li in Cincinndti. 

7'?c Yrvjloscd lt~.il(: M'ill Elinririare rllc! Cit~cinnari Bn~zk's r'oirl~riirr.\~ H o r ~ s i ~ ~ y . P r o ~ ~ u w  
n,ld-Gr.cat(v D i ~ ~ ~ i r i i s h  q~llcr. Murzdnrorv Ifotc.rinr l-'~"(!grdtr~s 
Lilce all ot;her I.lome I oan Banks. thc Cincinnati bank has a slroug commitmcr:t to 
affordable housing programs. The successful Al'l'urdsblc Housing Prosranl, wliich has 
helped nearly 35,000 households ill ihe Cincinnati Disl~icl is funded througll a 10 perch11 
SCI aaiclc ul'net earnings. 'l'his pool of funding will be reduccd as profits are reduccd. 
Given the unccrtaiay ovcr r i m e  rctained earnings rrequiren~ents and mandato~y capital 
reductions, (he C:i~lcinnali board ordirectol-s lernynr~l-ily s i ~ s ~ c n d e d  t.wo volw~t:~ry 
tlc:lusing programs, the New Neighbors illid Amcriclul I3roal.n Homeownel-ship Cliall enge. 
'Thc New Ncigl.1bol.s fund li)r hurricane victims '~llnd thc American Dl-em 
Hoii~cownct.ship Challcngc for ~ \ ~ i l l u r i ~ y  and special-needs homebuyers have beell used 
-.. - 
I All ol'thc srock a l l h e  Cincinntlii Rank is (:lass J3 srock. which c.onlnitis n rive year c d l  sp[lsn 
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successfully by Ohio banks to help our communities. 11' the Cincinnati Bank is l'orccd lo 
shrink capikil to comply with the proposcd rule, resultins in dccliiling profits, it will 
nalurally follow that less fi~~itiing will he available for Lhesc succcss~l'ul h o ~ ~ > i r ~ g  prograllls. 

Pbr the Cir.lcin.~turi Dank, NPMJ Rtilcs E17c[cted in (he Alan~e of Suicrv & Soirnd~zcss utc 
S i 7 v d y  AJor ~Vec:cs.sur.v, u )~< t  Co~lld Eye17 hc I l u ~ u  
Thc Cincinn'lti Bank is a consei-vative, well ~nanaged inslilution that maintains the 
highest possible rating with both Moody's , ~ n d  SLanrinl-(1 '! l'oor's. Our F14L Rallk is 
well-capitali~ed, successf~llly operating undcr a capita1 plan the FHFB approved in 2002'. 
Wc cannot spealc I'or the othcr FHL Banks. but the Ilew rules you propose in the name of 
safety and soundness are unncccssary for uur Fetleral Home Loan Uank. Wo~se,  we 
believe if the proposed rule is enacted in its current Io~-nl,  the rating of the Cincinndti 
FHL Bald< will he lowered. 

The raling ol'thr: Cincinnali 13ank will likely be Iowa-cd for lhrec seasons. First, because 
excess capital must hc rcdecmed ulldsl- your proposi~l, thc Cinci~lni~ti  1;HT.B will havc less 
total capital under the proposed rille. It is 11ot rcleviu~t to the markets or fhe rating 
agencies that the FHI. Bank's capital account 111dy have a higher percentage uf retained 
can~ings. Sccurld, less capital will rcsult in retluced serviccs to my institution. For 
cxainpls, because thc rule rcquires additional c~pilal  for non-advance assets, the Fl lLB 
m,ly have to ler~llina~e or reduce mortgage pur.c.hase progyrxns. Atidi!ion,illy, Lhc 
Cincinnati l unk  i n ~ y  not 1i;lvc the liquidity or Ilexibility to be ,1b1c to continue offa-ing 
same day advallces. 'l'hus, il'serviccs are rcduced aud dividends are slasiieti dnd m:ldc 
taxable as a rcxult of Ll~c pn>poscd I ulc, Inany o f the  sharel~oldcrs will i~ievitably chosc 10 

redccm addiliunal slock, again lowering uverail capital. While this cannot bc 
chasa~tcri~ed as a rwl on the Bank's capital account, we find i t  irolric that p~evcntiny 
accelcr~~ed rcdemptio~ls in times of stress is ollc 0 1 '  die staled rcasons juslityi~lg the 
proposed rule Yet an acccler,~tcd retie~~zption is called fir  by scdee~ni~lg Exccss Stock 
within 60 days of c?n.~c!n~e~lt of this proposed rcgultrtion. 

Finally, whclher i t  is a policy goal or not. [his r~ile will rctluce liquidity. Contrary to thc 
Base1 capilal debate for' bunks and thrilis, thc Federal Home L o u  Banks will be required 
to hold tile sallie capital to support cxhh and reddily lntlrkctlible securities as liu o lhu 
mission-reiateci asscls. Civai the scucity o{'capit~l, it \vill sinlply be too cxpsnsivc to 
maint<lin more than the absolutc minimum aliioiuit of liquidity. 

7'41~ Propo.sed R u k  will 3i&cr clddi~iorral k e s  for rhe kcdel-ul Home 1,onn Bunk 
Menlbcrs -- 
The propused r~11e will undc1171ine the careful tax planning of 311 ol'tlie 1:cda-ul Ilome 
loan Banks. First: and most direclly our bank bclieves i: is in thc hest in~mest o fbo t l~  thc 
Ci~icinnnti FI-IL Bank a i d  the shareholders to issue stock dividends whenever feasible. 
TIiis policy no! only l>cnnits the Cincinnati l7I1L 13altk Lu r.ulaill thc capital 10 supporl our 
housing and advance programs, but c~lso pernlits FH1,B shareholders to dcrer ally 

---..-- 
1.01. sevrriil I - C J S O ~ I ~ ,  ~11e proposed rulc w111 hi1 [lie Cincinna:~ bal~lc Iln~.der 1hd11 the olhcl. FIIL banlcs. Onc 

OC ~ l ~ c i s e  l.znsc,ns is 111ilt the prol~ojal docs nor count ioopcrstive cnp~tnl, Si~lcc  cooperative capi~ul be~let'lts 
all of the Cincknni\ii hari\,'s sl~arehcltic-rs. t h ~  should bc col~sidercd ns a p~r.\it~\(c pati o I ' ~ u r c  capiral. 



taxation. as cu~i~pal-cd ro regular div~dcnds, which are immedidtcly tdxable. Secol~tl, if 
adoptcd in its current form the rille will requirc I l ie  Cincinnati FHL Bank to redecn~ 
excess capital as ddined in thc rule for cash within 60 days. This forced rcdomption will 
also force banks <uld tlirifts to realize taxable gains t lnd will have an adverse tax impact 
on my bank. 

The t r~grdy  o f~h i s  is that i t  ~ ~ 1 1 1  put banks and thrifts yct dgain at a competitive 
disadvantage to credit unions. If d~vidci~ds  arc I-equircd to bc issued in cash, credit union 
members do not have to pay taxes on [he gains, but banks and thrills will. This will bc yet 
uothcr blow to thc com~lzunity banks that dre the prima-y consl~iuents of thc Federal 
I-lonle I .onn Banlcs. 

For these rcasons, as ;I sharel~oldcl vf the Ci~lcinnati Bank, wu respectfully rcquest that 
yuu withdraw the Proposed liule. 

President nnct CEO 
The C i  lizcno Savings I?al~k 
201 S. Fourth Street 
Martins Ferry OH 43935 


